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SUBJ: SINGAPORE'S ASEAN DIESEL PROJECT 

REF: SINGAPORE 3586 

1 . THE SINGAPORE PRESS IS NOW REPORTING THAT SINGAPORE AND 
INDONESIA APPEAR TO BE SMOOTHING OVER THEIR DIFFERENCES ON 
SINGAPORE'S ASEAN DIESEL ENGINE PROJECT (REFTEL). FOREIGN 
MINISTER RAJARATNAM IS QUOTED BY THE PRESS AS SAYING ON AUGUST 25 
THAT NO ASEAN MEMBER WILL ALLOW DIFFERENCES OVER THE PACE OF 
ECONOMIC COOPERATION TO UNDERMINE THE WIDER INTERESTS OF THE 
ORGANIZATION. ACCORDING TO THE PRESFYN RAJARATNAM SAID THAT WHILE 
THERE MAY NOT YET BE AGREEMENT IN SPECIFIC AREAS OF COOPERATION, 

THE CONSOLIDATION OF THE FIVE GOVERNMENTS' POSITION ON EXTRA- 
REGIONAL RELATIONS SHOWS HOW ASEAN MEMBERS CAN MOVE AHEAD IN ONE 
AREA DESPITE DISAGREEMENT IN ANOTHER. ' THERE IS NO DANGER" 

HE SAID. "NO ONE WILL ALLOW THESE DIFFERENCES TO UNDERMINE THE 
COHESION OF ASEAN". 
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2. FOLLOWING THE EARLIER PRESS STORIES WARNING THAT 
SINGAPORE MAY BE PREPARED TO GO AHEAD ON ITS OWN WITH 
THE DIESEL PROJECT IF AGREEMENT CANNOT BE REACHED UNDER 
ASEAN'S AEGIS BECAUSE OF INDONESIA'S OBJECTIONS, (REFTEL), 

THE PRESS NOW REPORTS THAT THE INDONESIANS ARE "REEXAMINING" 
THEIR DEMAND THAT SINGAPORE LIMIT ITSELF TO PRODUCTION OF 
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DIESEL ENGINES ABOVE 500 HORSEPOWER. ACCORDING TO THE 
AUGUST 26 STRAITS TIMES, SINGAPORE OFFICIALS ARE ''HOPEFUL" 

THAT PROGRESS IN REACHING A COMPROMISE WITH INDONESIA ON 
THE DIESEL PROJECT WILL BE MADE AT THE PATTAYA MEETING. 

OFFICIAL SOURCES ARE QUOTED AS SAYING THAT THEY ARE CON- 
FIDENT BOTH SIDES WILL APPROACH THE MEETING "WITH AN OPEN 
MIND AND GOODWILL ". 

3. EMBASSY COMMENT: THE SINGAPOREANS ARE ENGAGED IN WHAT 
APPEARS TO BE A WELL-ORCHESTRATED CAMPAIGN OF PRESS REPORTS 
AND PUBLIC STATEMENTS DESIGNED TO SOFTEN UP THE INDONESIANS 
ON THE DIESEL PROJECT IN PREPARATION FOR NEXT WEEK’S PATTAYA 
MEETING. HINTS THAT THE GOS MAY GO IT ALONE IN THE ABSENCE 
OF AGREEMENT AT PATAYA HAVE BEEN INTERSPERSED WITH REASSURING 
STATEMENTS PORTRAYING SINGAPORE'S DEDICATION TO INTER ASEAN 
COOPERATION AND DESIRE FOR COMPROMISE. A VEILED GOS THREAT 
TO DELAY THE OTHER FOUR ASEAN PROJECTS UNLESS AN UNDERSTANDING 
CAN BE REACHED ON THE DIESEL PROJECT COULD PROVE AN 
EFFECTIVE BARGAINING SHIP, ESPECIALLY SINCE THE JAPANESE 
OFFER OF ASSISTANCE TO THE FIVE ASEAN PROJECTS IS 
CONDITIONAL UPON AN ASEAN CONSENSUS ON EACH. WE 
ASSUME THAT THIS IS PART OF THE SOFTENING CAMPAIGN 
RATHER THAN A SERIOUS CONSIDERATION ON THE PART OF 
THE SINGAPOREANS AT THIS TIME, HOWEVER, SINCE ACTUALLY 
CARRYING IT OUT WOULD PUT QUITE A STRAIN ON SINGAPORE'S 
RELATIONS WITH THE OTHERS. IT REMAINS TO BE SEEN WHETHER 
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THE CAMPAIGN WILL HAVE THE DESIRED EFFECTS ON THE 
INDONESIANS AT PATAYA. 

HOLDRIDGE 
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